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Le 23 juin 1988 


L'honorable Robert R- de Cotret, cep-, député 
Ministre de 1'Expansion industrielle régionale 
Ottawa (Ontario) 

K1A OH5 


Monsieur le ministre, 


La Commission a terminé son réexamen des tissus larges de 


polyester enduits servant da la fabrication de dispositifs de 
flottaison individuels. 


Nous avons l'honneur de vous en présenter notre rapport 
qui contient une vue d'ensemble de la situation du secteur en 
cause, ainsi que nos conclusions et recommandations. 


Nous nous ferons un plaisir de vous fournir tout 
renseignement ou explication supplémentaire au moment qui vous 
conviendra. 


Veuillez agréer, Monsieur le ministre, l'expression de 
notre plus haute considération. 


—fitte LE 


Otto E. Thur 
Président 


ues St-Laurent 
membre 


William L. Hawkins 
membre 
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1. MANDATE AND PROCEDURE 


On March 5, 1988, the Textile and Clothing Board gave public 
notice of its intention to conduct a review, pursuant to Section 19 of the 
Textile and Clothing Board Act, of the situation in Canada concerning coated 
broadwoven polyester fabrics in which the warp is composed of filament 
polyester yarns, flat or textured, where the coating accounts for 50 per 
cent or less by weight of the fabric, for use in the manufacture of personal 


buoyant water safety devices. 


In its Notice of Review published in the Canada Gazette(1), 
the Board invited all interested parties to submit briefs on the subject 
matter no later than April 22, 1988. The Board also announced in the notice 
that it would hold hearings to receive supplementary data and asked 
interested parties to indicate at the time of presenting briefs if they 


wished to make oral presentations to the Board. 


Copies of the notice were distributed to interested firms, 
individuals and groups, including major trade and other organizations, and 


to interested government departments. 


Six briefs relating to the review were received. The briefs were 
presented by an organization representing the Canadian primary textile 
industry, by a Canadian fibre producer, by a Canadian producer of nylon and 
polyester fabrics, by an importer of various fabrics, and by two major 


Canadian producers of personal buoyant water safety devices. 


Hearings took place in Toronto, Montreal and Vancouver during May, 
1988. Five parties were heard, either publicly or privately. Appendix 2 


identifies those who presented briefs and appeared before the Board at these 


hearings. 


(1) See Appendix 1. 


In addition to the information received in the briefs and during 
the hearings, Board personnel carried out research on the industry sector, 


and conducted plant visits to all of the major manufacturers involved. 


2. THE PRODUCT UNDER REVIEW 


The product under review is coated broadwoven polyester fabrics 
for use in the manufacture of personal buoyant water safety devices. These 
devices fall into four basic categories or classifications: (1) personal 
flotation devices; (2) standard lifejackets; (3) small vessel lifejackets; 
and (4) life saving cushions. The bulk of Canadian production is 


concentrated in the category of personal flotation devices. 


Any fabric may be used in the manufacture of these personal 
buoyant water safety devices and there is no legal impediment to their sale 
in Canada, even though they may not meet the standards prescribed under the 
Canada Shipping Act. However, fabric, components (such as thread, buckles 
and zippers), as well as the finished device itself, must meet the 
prescribed standards in order to feature the Coast Guard certification of 


approval. 


The use of personal buoyant water safety devices, when boating, is 
legally mandatory, emphasizing the overall need for such devices. Retailers 
generally concentrate their sales efforts on those devices which carry the 
Coast Guard certification of approval, because of their heightened 


saleability and in order to minimize any potential legal risk. 


Separate Canadian government standards apply to each of the four 
categories of safety devices, and their mandatory testing is required to be 
carried out at Underwriters' Laboratories in Toronto before Coast Guard 
certifications of approval under the Canada Shipping Act may be granted. 
Specific requirements must be met with respect to the inherent buoyancy of 


the device, the colour of the fabrics, seam strength, etc. 


Should any one of those requirements, such as colour, not be met, 
the Coast Guard certification of approval would be denied. Life jackets 
produced in non-approved colours for industrial purposes, or for an end use 
such as hunting, regardless of all other specifications meeting Canada 


Shipping Act criteria, would not be granted the Coast Guard certification of 


approval. 


In the U.S.A. the use of certain colours other than reds, yellows 
and oranges is permitted and the accelerated weathering test for fabrics is 
much less stringent than in Canada. The Canadian standard requires 600 
hours of exposure to weathering on an Atlas Twin-Arc Carbon Weather-Ometer, 
whereas the American standard reportedly requires only 100 hours of such 
accelerated weathering exposure, and permits the use of a xenon arc, rather 


than a carbon arc, weather-ometer. 


It should be noted that no further testing of personal buoyant 
water safety devices is required once they have been purchased by the 
consumer. No attempt is made to insure the continuing strength of the 
device over its lifetime, thereby exposing the consumer to gradually 
increasing risk as the device deteriorates over time. The onus is on the 
user to periodically inspect these devices and to replace them when they 


begin to show the effects of excessive weathering. 


Almost the entire Canadian market for personal buoyant water 
safety devices is supplied by Canadian manufacturers. Imports are not of 
any meaningful volume since the market orientation is towards a Coast Guard 
certified product and the Canadian market is too small to be worthy of all 
the additional costs that the certification process implies. Nevertheless, 
the Canadian Coast Guard has over the years approved for certification 
certain personal buoyant water safety devices manufactured by three foreign 


producers. However, their activity in the Canadian market is reportedly 


sporadic and minimal. 


The fabrics used in these devices to date have been nylon fabrics 
manufactured by Consoltex Canada Inc. of Montréal, and cotton fabrics 
produced by Domtex Inc., also of Montréal. Cotton fabrics are no longer 
popular for such applications, with the result that nylon fabrics account 
for virtually 100 per cent of Canadian production of personal buoyant water 
safety devices. These nylon fabrics have been produced uncoated or with 
different coatings, and have received Canadian Coast Guard certification for 
this particular end use. Furthermore, "woven fabrics, wholly of nylon or 
polyester yarns, with a coating of polyvinyl chloride, polyurethane or 
rubber, approved under the Canada Shipping Act for use in the manufacture of 
inflatable boats, life-rafts or life preservers” may enter Canada 


duty-free. 


Nevertheless, these fabrics have been purchased domestically to 
this point, and all but one of the Canadian manufacturers of personal 
buoyant water safety devices contacted by the Board have indicated that 
these nylon fabrics have been perfectly satisfactory to their needs. The 
sole company to argue that polyester fabrics would be superior to the 
existing nylon fabrics is Protexion Products Inc. of Guelph, Ontario, one of 


the two largest domestic manufacturers of these devices. 


In 1987, a 150 denier coated polyester fabric made in South Korea 
was approved by the Canadian Coast Guard for use in the manufacture of 
personal buoyant water safety devices. The would-be importer of this 
fabric found that, while the fabric qualified for duty-free entry into 
Canada because of the Coast Guard approval for this specific end use, 
importation was restricted by the bilateral restraint agreement between 


Canada and South Korea on polyester fabrics. 


As a result of this restraint problem, Protexion Products Inc. has 
appealed to the Department of External Affairs for permission to import this 


South Korean fabric into Canada ex-quota (Appendix 3). 


3. PERSONAL BUOYANT WATER SAFETY DEVICE MANUFACTURERS 


Although the Board's Notice of Review was mailed to the almost two 
dozen companies listed as “buoyant device” manufacturers in the Approval 
Book of the Ship Safety Branch of the Canadian Coast Guard (Department of 
Transport) only two of those manufacturers responded to the Board's request 


for briefs from interested parties. 


These two firms, Protexion Products Inc. of Guelph, Ontario, and 
Mustang Industries Inc. of Richmond, B.C. are the two major domestic 


producers of these devices. 


Four other firms were identified by the Coast Guard as relatively 
minor producers, whose production of personal buoyant water safety devices 
was usually incidental to their major line of. production. Two of these 
firms are located in British Columbia, and two in Québec. One of these 
latter firms has apparently ceased operations since this review was 


imitiated in March of this year. 


The remaining "approved" manufacturers were identified as being 
marginal producers. Most are trying to sustain operations with an annual 
unit volume of production of about one or two thousand uriits. Some of the 
companies were not in production at the time they were visited (normally a 
peak production period), and others were found to be s: cisfying a very 
limited local or regional demand. In many cases, the yersonal buoyant water 
safety devices produced by these companies appeared to be of excellent 


design and quality. 


4. FABRIC AVAILABILITY 


Protexion Products Inc-, with the assistance of Stafford Textiles 
Limited of Toronto, an importer of fabrics, has claimed to have had a 150 
denier polyurethane coated polyester fabric developed in South Korea- This 
fabric has not only met Canadian government standards for use in personal 
buoyant water safety devices, but allegedly has more desirable 
characteristics than nylon fabrics with respect to resistance to exposure to 
water and sun and resistance to the rough treatment to which the finished 
product is subjected. As well, the high lustre of the fabric apparently 


enhances its visibility. 


Protexion has alleged that no coated broadwoven polyester fabrics 
of the description covered by this review are available from Canadian 
sources at competitive prices. However, the use of the lowest cost nylon 
fabric available domestically, which meets the Coast Guard standards 
required for this particular end use, would result in a cost increase of 
about 123 cents per finished personal buoyant safety device (less than one 
per cent of the average retail price) than would the use of the South Korean 


polyester Labmic. 


There is no Canadian producer of polyester fabrics whose product 
has received Coast Guard certification for use in the manufacture of 
personal buoyant water safety devices. Consoltex, who supplies almost the 
entire Canadian demand for personal buoyant water safety device fabrics, and 
who has done so for the past twelve years, has offered to produce such a 
polyester fabric for Protexion. Consoltex is, and has been, a major 
Canadian producer of a variety of polyester fabrics, as well as of nylon 


FF eloe ES c 


In terms of fabric availability, Consoltex supplies approved, 
substitutable nylon fabrics to the entire domestic industry producing 


personal buoyant water safety devices, and is prepared to produce the 


requested polyester fabric upon receipt of a commitment from the customer to 
purchase a minimum amount of such fabric. This commitment would be 
necessary because special yarns would have to be purchased by Consoltex to 
produce the fabric, and an economical production run would have to be made.* 
This minimum run commitment on the part of Protexion could probably be 
reduced if other manufacturers of these devices were interested in 
purchasing polyester fabrics. That is not the case, however, since the 
nylon fabrics supplied by Consoltex appear to have fully satisfied their 


requirements. 


With respect to fabric quality, both the South Korean polyester 
fabrics and the Consoltex nylon fabrics have met the very rigid specifi- 
cations required by the Canadian Coast Guard for subsequent certification. 
The assertions made by Protexion with respect to the superior qualities of 
polyester fabrics have not been supported by any evidential proof. Since 
almost the entire Canadian production of personal buoyant water safety 
devices over the past twelve years has been made with Consoltex' nylon 
fabrics, and since nylon is the fabric of choice in the U.S. market for 
these same devices (although other fabrics are also used in small 
quantities), it would appear that Protexion is stating an opinion, and that 
this opinion is not confirmed by the actual practise of most other North 


American manufacturers. 


Protexion has suggested that access to the South Korean polyester 
fabrics would allow it to serve a broader spectrum of the Canadian market, 
since it could offer its safety devices at somewhat lower prices than those 
current Ly, prevailing. . This, logic is,.difficult ito follow j since Protexion is 
already the price leader whose personal buoyant water safety devices are 
marketed at the opening price points for these goods. Since the use of 
these devices when boating is already legally mandatory, it does not appear 
that any new market potential would be opened up by lower priced water 
safety devices. Total market sales of these devices can not be changed 
through a slight reduction from existing prices. In these circumstances it 


is not surprising that the overall market for these products has been fairly 


stagnant over several years. 


eee ee SS 
* This commitment would represent only a fraction (17 TOth) Of “the rota 


annual fabric requirements of Protexion Products- Inc: , so Lt showld. nue 
be considered as a major impediment to the purchase. 


It is more likely that, if Protexion were to use the less 
expensive South Korean polyester fabrics in order to offer somewhat lower 
priced products to the consumer, Protexion would be substituting its present 
opening price points with even lower opening price points. Some of 
Protexion's competitors at the lower end of the market (there are not many) 
could lose some sales volume through the marginally wider spread which would 
develop between the prices of their product and the prices of those products 
offered by Protexion. After this initial, slight advantage, Protexion's 
competitors could also use the lower cost South Korean polyester fabric in 
order to similarly lower their prices and restore the traditional spread 
between their prices and those of Protexion. Protexion has no guarantees on 
monopoly use of the South Korean polyester fabric. The net result would be 
the restoration of the competitive status quo, with no market advantage 


accruing to anyone. 


If the price differential were not confiscated by the major 
retailers, there could be a gain for the consumer, a very marginal one, at 
best. This marginal gain could be neutralized by the loss to the current 
Canadian supplier of nylon fabrics to this market. Its market share could 
become so fragmented that any ability to respond to the needs of the 
remaining customers would be severely constrained, particularly with respect 
to product development and innovation. For example, the Canadian Coast 
Guard recently approved the certification of a new, high tenacity nylon 
fabric developed by Consoltex in conjunction with their fibre supplier, 

Du Pont of Canada. This product is considerably stronger than the nylon 


fabrics which already meet or surpass Coast Guard standards. 


It might become more difficult for Consoltex to continue to offer 
all the varieties of nylon fabrics currently being made available. 
Decreased demand would tend to force the elimination of some lines of 


production and so reduce the product range available to the market. 


Furthermore, this loss of market share could constitute a 
significant blow to the plans of the textile producers to diversify 
production into industrial fabrics, such as these, in the face of continuing 


import pressure on garments. 


5. THE MARKET FOR PERSONAL BUOYANT WATER SAFETY DEVICES 


Almost the entire Canadian demand for personal buoyant water 
safety devices is supplied by Canadian manufacturers. Imports are not 


aeeaceor in this market. 


Estimates made by the Canadian Coast Guard, and confirmed by the 
Board as a result of this review, suggest that total domestic shipments of 
personal buoyant water safety devices amount to approximately 700,000 units 


annually. 


Import data, on the other hand, are very vague and contain a 
collection of water buoyancy devices which may or may not include products 
such as those pertinent to this review. It is unlikely, however, that any 


significant volume of personal buoyant water safety devices enters Canada. 


As a result of differing national standards, Canadian manufact- 
urers have been immune to pressures from imported personal buoyant water 
safety devices from either developed, or low-cost country sources. The 
competitive pressures that exist in the Canadian market do not necessitate 
Canadian manufacturers acquiring lower-cost fabrics in order to meet the 
prices of finished products being imported from other, more competitive 
sources of supply. Neither does the marginal benefit accruing to consumers 
(under the assumption that retailers do not confiscate the marginal price 


decrease through higher mark-ups) compensate for the foreseeable net loss to 


the fabric manufacturer. 


All Canadian manufacturers of personal buoyant water safety 


devices are competing among themselves, and have similar cost structures. 


Competitiveness then becomes essentially a matter of controlling labour 


costs, of providing customer services, and of niche marketing for 


specialized product lines. The introduction of a slightly lower cost fabric 


which would be available to all competitors would not alter the existing 


equation. However, it could seriously hurt the Canadian fabric producer. 


CONCLUSIONS 


The Canadian market for synthetic fabrics for use in the manufacture of 
personal buoyant water safety devices has been adequately served for the 


last twelve years by nylon fabrics manufactured in Canada. 


The recently certified polyester fabric from South Korea has no 
discernably superior physical characteristics over the nylon fabric 


produced in Canada. 


The Canadian supplier of nylon fabrics to the personal buoyant water 
safety device market has the capability to produce a similar polyester 


fabric and has offered to produce it. 


With the exception of Protexion Products Inc., the rest of the Canadian 
industry has shown no interest in using polyester fabrics and has 


indicated a preference to continue the use of nylon fabrics. 


The introduction into the Canadian market of the slightly lower cost 


polyester fabric from South Korea would have no discernable long term 


benefits for the Canadian industry. 


- ll - 


Canadian-made polyester fabrics would be substitutable for the South 
Korean polyester fabrics, and the Canadian-made nylon fabrics already on 


the market are substitutable for the South Korean polyester fabrics. 
The restraint agreement with South Korea on polyester fabrics is already 
sufficiently large that no concession for permission to import such 
fabrics outside of the quota appears justified. 
RECOMMENDATION 

The Board recommends: 
that the government reject any request for access to ex-quota imports of 


coated broadwoven polyester fabrics for use in the manufacture of 


personal buoyant water safety devices. 
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TEXTILE AND CLOTHING BOARD 
NOTICE OF REVIEW 


COATED BROADWOVEN POLYESTER FABRICS 
FOR USE IN THE MANUFACTURE OF 
PERSONAL BUOYANT WATER SAFETY DEVICES 


The Textile and Clothing Board hereby gives notice of its intention 
to conduct a review, pursuant to Section 19 of the Textile and Clothing Board 
Act, of the situation in Canada concerning coated broadwoven polyester fabrics 
in which the warp is composed of filament polyester yarns, flat or textured, 
where the coating accounts for 50 per cent or less by weight of the fabric, 
for use in the manufacture of personal buoyant water safety devices. These 
devices fall into four basic categories: 1) standard lifejackets; 2) small 
vessel lifejackets; 3) personal flotation devices; and 4) life saving 
cushions, as described in the Department of Transport standards. The purpose 
of the review is to determine if any recommendations should be made to the 
Minister of Regional Industrial Expansion concerning the modification or 
removal of the special measures of protection relating to this product. 


The Board invites all interested parties to submit to it, mot later 
than April 22, 1988, briefs relating to this review. Ten copies of each brief 
should be supplied. The Board will not make such briefs public; however, 
those submitting briefs are free to do so if they wish. Confidential 
information supplied to the Board will be treated in the strictest confidence. 


Public hearings relating to this review are expected to be held by 
the Board in Montréal, Toronto and Vancouver, if required, in May 1988. 
Specific dates and places for hearings will be announced at a later date. 


These public hearings will be for the purpose of receiving 
supplementary explanations or arguments from organizations or persons who will 
have presented briefs by April 22, 1988 and who have asked or have been 
invited to appear before the Board. 


The Board will also receive requests for private hearings from 
parties who have presented or supported the presentation of briefs and wish to 
discuss confidential matters. These private hearings will be arranged at 
mutually convenient times. 


All correspondence and briefs relating to this review should be 
addressed to the Executive Director, Textile and Clothing Board, 
235 Queen Street, Ottawa, Ontario, K1A OH5 (telephone (613) 954-5014). 


Ottawa, Canada 
March 5, 1983" 
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Appendix 2 
FIRMS AND ORGANIZATIONS WHICH PRESENTED 
BRIEFS TO THE BOARD AND 
APPEARED AT HEARINGS OF THE BOARD 
Presented Appeared at 
a brief hearings 
Canadian Textiles Institute x X 
Consoltex Canada Inc. xe x 
Di Pont Ganada Inc. xi 
Mustang Industries Inc. X X 
PEOtexLoneLEroducts: lnc. x x 


Stafford Textiles Limited X >. 
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I believe that the quotas should be entirely lifted for the import 
of “Industrial ‘lextiles" that is, coated and laminated textiles 
(polyurethane, P.V.C., synthetic rubber) used in the manufacture 
of products other than clothing. Furthennore, as many substitute 
variants are unavailable for Canadian producers, quotas should be 
removed. Our competitive position is consequently compromised 
unnecessarily by quota restrictions. 


Please consider the representation that I have made, and I trust 
that you will be able to assist us in lifting quota restrictions 
on this item. Should you reguire further information, we would be 
please to furnish you with same; please contact me. 

Yours, truly 


PROTEXION PRODUCTS INC 
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